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ASSUMPTIONS: 
(l) 
Capital cost of the 516 IMP includes three line 
interfaces and one Host interface while the 316 
IMP includes two line interfaces and one Host 
interface. Cost does not include special Host 
interface, Host software, modems. Assumed cost 
base is: 516 82.3K$; 316 40.3K$. 
(2) 
A project exists which is operating the net, and 
also doing continued acquisition, testing, and 
installation of IMPs. Since the operational cost 
of the project is amortized over the number of IMPs, 
the selected number is important. The computation 
uses 40 = number of IMPs, 500 KS/year as the pro- 
ject cost. 
COMMENT: 
The cost of capital is a strong function of risk. Two 
sets of numbers are provided: (1) a one year rental 
with associated risk, and (2).a four-year full-payout 
lease with no risk. Further, although the question 
was considered carefully, the capital cost numbers 
must be viewed as quite tentative. 
516 IMP: 
one year rental: 1/12 [53.6 + 7.6 + 500/40] = 6.15 KS/month 
4 year lease: 1/12 [25.7 + 7.6 + 500/40] = 3.82 KS/month 
316 IMP: 
one year rental: 1/12 [29.7 + 5.0 + 500/40] : 3.94 KS/month 
4 year lease: 1/12 [12.6 + 5.0 + 500/40] = 2.5 KS/month 
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